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0 08I459Z SEP 78 

PM AMEMBASSY PRAGUE 
TO SECSTATE WASHDC IMMEDIATE 6182 

CONPIDENTIAL PRAGUE 2449 

EXDIS 

POR ASSISTANT SECRETARY VEST FROM AMBASSADOR BYRNE 

E.O. II652: GDS 
TAGS: PPOR, CZ 
SUBJECT: CLAIMS/GOLD 

1 . HERE ARE MY PROMISED COMMENTS ON UP-DATED CLAIMS/ 

GOLD PROPOSAL. 

2. AFTER CONSIDERABLE STUDY OP THE PRESENT DRAPT, I 
CONTINUE TO ENDORSE THE OVERALL NEGOTIATING STRATEGY 
SET FORTH IN IT AND THE SPECIPIC PIGURES INVOLVED IN OUR 
OBJECTIVE OP A 50 PER CENT SETTLEMENT. IN REOPENING 
NEGOTIATIONS WITH GOC BY ASKING POR A $40 MILLION SETTLEMENT, 

WE MUST ANTICIPATE THAT INITIAL REACTION IN PRAGUE WILL 
LIKELY BE HIGHLY NEGAIVE. IT MIGHT ALSO TAKE SOME TIME 
BEFORE GOC MAKES A COUNTER OPFER. IT WILL IN FACT BE 
EXTREMELY DIPPICULT TO RAISE THE PINAL SETTLEMENT TO 50 

PER CENT. 

3. ON THE OTHER HAND, SINCE 50 PER CENT APPEARS TO BE THE 
MINIMAL ACCEPTABLE PIGURE EVEN TO THOSE ATTEMPTING TO 
BE HELPPUL TO CZECHOSLOVAKIA IN THE CONGRESS, I THINK 
WE SHOULD NOT TAKE LIGHTLY THE PROSPECT THAT SERIOUS 
PRESSURES MAY DEVELOP ON CAPITOL HILL POR WESTING THE 
GOLD SHOULD GOC SUMMARILY REJECT A U.S. PROPOSAL. 
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1 PERSONALLY WOULD NOT RULE OUT WB EVENTUAL CONGRESSIONAL 
DECISION TO VEST THE GOLD. NONETHELESS, I BELIEVE THE 
SUBSTANCE OP OUR CURRENT DRAFT PROBABLY REPRESENTS OUR 
OPTIMAL NEGOTIATING POSITION. I SUPPORT IT ON THE 
UNDERSTANDING THAT DEPARTMENT BELIEVES IT 
ADEQUATELY TAKES INTO ACCOUNT NOT ONLY REVISION OP THE 
1974 SETTLEMENT OP 1958 CLAIMS BUT ALSO POST-1958 CLAIMS 
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AND SURPLUS PROPERTY MATTERS. 

4. AS EOR TIMING, I BELIEVE DEPARTMENT SHOULD INDEED 
MOVE IN SEPTEMBER TOWARD SYSTEMATIC FINAL POLISHING OF 
THE PROPOSAL IN ORDER TO BE READY TO DISCUSS IT WITH 
CZECHOSLOVAKS AT THE EARLIEST POSSIBLE DATE, UNLESS UN- 
FOLDING DEFELOPMENTS WOULD MAKE DELAY ADVISABLE. TIMING 
WILL DOUBTLESS BE AEFECTED IN PART BY DISTANCING OURSELVES 
FROM THE AUGUST 20-21 TENTH ANNIVERSARY EVENTS. WE MUST 
UNDERSTAND THAT UNDER EVEN THE BEST PROJECTIONS U.S.-GOC 
RELATIONS WIT T, CONTINUE EXPERIENCING SHARP UPS AND DOWNS. 
THESE CHANGES, OFTEN THE RESULT OF SHIFTS IN EAST- WEST 
DETENTE, SHOULD NOT BE ALLOWED, HOWEVER, TO DICTATE THE 
PACE OE CLAIMS/GOLD NEGOTIATIONS. 

5. THE TALKS ARE GOING TO BE DIFEICULT IN ANY 
CIRCUMSTANCES. WHILE THE MAIN OBJECTIVE AMONG CZECHO- 
SLOVAK PARTY OFEICIALS SUPPORTING A SETTLEMENT IS ECONOMIC, 
THE FINAL DECISION WILL BE POLITICAL. IN THIS RESPECT 

WE ARE FACED WITH A DILEMMA: WE NEED A LARGE SETTLEMENT 
TO SATISFY CONGRESS; GOC NEEDS A SMALL SETTLEMENT TO 
"SAVE FACE" AMONG THEIR SOCIALIST FRIENDS WHO HAVE ALREADY 
REACHED A CLAIMS SETTLEMENT. HOWEVER, THERE IS ONE FACTOR 
IN THIS REGARD WHICH COULD HELP TOWARD A SETTLEMENT - 
NAMELY, THE SOVIET DECISION FOR CZECHS TO SOLVE THIS 
MATTER AND GET ON WITH IT. CERTAINLY SHOULD A SALT II 
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AGREEMENT MATERIALIZE, THE CLAIMS/GOLD NEGOTIATIONS CLIMATE 
WOULD IMPROVE. 

6. FINALLY, I WOULD RECALL THAT NOT ONLY HAVE 

AMERICAN CLAIMANTS BEEN WAITING A LONG TIME FOR SETTLEMENT 
BUT ALSO THE SENATE HAS BEEN WAITING FOR US TO RENOGOTIATE 
SINCE 1974 AND WOULD PROBABLY WELCOME OUR PRESENTING TO 
PRAGUE A NEW PROPOSAL SOONER RATHER THAN LATER. 

BYRNE 
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